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U. S. National Advisory 


In its third biennial Special Report on the operation 
and policies of the Fund and the International Bank, 
the U.S. National Advisory Council stated that it had 
been expected when the Fund’s Articles of Agreement 
became effective that the period of postwar adjustment 
would be relatively short, and that by 1952 the exchange 
restrictions, which had been imposed to deal with the con- 
ditions of the war and the early postwar period, would for 
the most part have been abolished. It could not reason- 
ably be expected, however, that exchange restrictions 
would have been completely abolished in this period. 
Restrictions of many types have continued as the con- 
sequence of internal fiscal and monetary instability in 
many countries as well as of disequilibrium in their 
international accounts. The continued political and 
economic instability has also greatly increased the diffi- 
culty of moving toward exchange stability. But the 
Council believes that restrictions of various sorts have 
been retained at times when the economic conditions 
which may have justified them originally no longer 
obtain. 

In a world of inconvertible currencies, many of the 
provisions of the Fund Agreement can be implemented 
only with difficulty. The Council has, however, realized 
the difficulties in the attainment of the Fund’s objectives 
at a time when its member countries have been struggling 
with the problems of postwar recovery, and more recently 
with the added burden of defense. In formulating its 
policy directives to the U.S. Executive Director of the 
Fund, the Council has tried to avoid the extremes of 
advocating a policy which would immobilize the Fund’s 
resources until general convertibility and freedom from 
controls could be attained and, on the other hand, of 
advocating a policy which would result in an extended 
use of the Fund’s resources in an unbalanced world 
with an acute demand for dollars by countries seeking 
ways of dealing with the problems of postwar reconstruc- 
tion and economic development. 

It is extremely difficult to set in advance, in general 
terms, the conditions under which a Fund drawing should 
be permissible. Each case must be considered on its 


IBRD Loan 
The International Bank for Reconstruction and De- 
velopment has made loans totaling US$37.5 million 
for electric power development and railway rehabilita- 
tion in Brazil. A loan of $25 million will finance im- 
ported equipment needed for an electric power program 
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merits in the light of the internal and external position 
of the member, the circumstances and purpose for which 
the drawing is to be made, the previous use of the Fund, 
and the prospect that the member will arrive at a position 
in which it can repurchase its currency, without taking 
measures contrary to the Fund’s policies, and at the same 
time move toward the realization of Fund objectives. 

In view of the many factors of instability in the world, 
rigid adherence to the par value system cannot be ex- 
pected in all cases at all times, but the Council believes 
that the advantages to the members as a whole of main- 
taining exchange rates within the accepted margin of 
parity outweigh the possible disadvantages. 

The automatic repurchase provisions of the Fund can- 
not in all cases be relied upon to assure the revolving 
character of its resources. Some member countries have 
had monetary reserves (gold and convertible currencies) 
smaller than their quotas. In the sterling area, whose 
members hold their foreign exchange principally in the 
form of sterling, monetary reserves are almost invariably 
smaller than quotas es long as sterling remains incon- 
vertible. Consequently, the automatic repurchase re- 
quirements would not result in satisfactory short-term 
repurchases by many members (both sterling area and 
other countries) that draw on the Fund. These con- 
siderations have led to the adoption of measures to 
strengthen the repurchase arrangements. 


In the opinion of the Council, the Fund has made as 
much progress as could be expected in view of the post- 
war economic situation and the policies of the member 
countries. Fund policies have in general coincided with 
the Council’s views, and the Council has given its sup- 
port to the major decisions taken by the Fund. 


Source: National Advisory Council on International 
Monetary and Financial Problems, Third Special 
Report to the President and to the Congress on 
the Operations and Policies of the International 
Monetary Fund and the International Bank for 
Reconstruction and Development, Washington, 
D. C., June 1952. 


to Brazil 

in the State of Rio Grande do Sul. The borrower is a 
state-owned agency, the Comissao Estadual de Energia 
Eletrica (CEEE) ; the loan is guaranteed by the Govern- 
ment of Brazil. The loan is for 25 years and bears 
interest at the rate of 434 per cent per annum, including 
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the 1 per cent commission which, under the Bank’s 
Articles of Agreement, is allocated to a special reserve. 
Amortization payments will begin in November 1957. 

The second loan, of $12.5 million, was made directly 
to the Brazilian Government. It will be used to purchase 
rolling stock and equipment and to rehabilitate the track 
on the broad-gauge section of the Central do Brasil 
Railroad. The Central is Brazil’s largest railway and 
serves the most highly industrialized centers. The loan 
is for 15 years and bears interest at the rate of 454 per 
cent per annum, including the 1 per cent commission 
which, under the Bank’s Articles of Agreement, is 
allocated to a special reserve. Amortization payments 
will begin in November 1955. 


The State of Rio Grande do Sul has undertaken an 
electrification program to meet present needs and to 
provide for future requirements. The program is being 
carried out in two stages. The first, now almost com- 
pleted, will add about 40,000 kw to present capacity and 
will relieve the most critical power shortages. The second 
stage, which will take eight years to complete, will pro- 
vide power for longer range development. It will add 
185,000 kw to the State’s power system through the con- 
struction of four hydroelectric power stations, two steam- 
turbine plants, and some small diesel plants. By 1960, 
the system will have more than doubled its present 
capacity. The Bank’s loan will be applied to the foreign 
exchange cost of projects which will be completed dur- 
ing the first five years of the program’s second stage. 
The total cost of this part of the program will be equiva- 
lent to about US$80 million. The Brazilian Government 
will finance works costing the equivalent of US$16 mil- 
lion; and CEEE will receive $39 million worth of 
cruzeiros from the proceeds of a State electrification tax 
and from operating revenues. 

Difficulties encountered in the operation and adminis- 
tration of the Central do Brasil Railroad have led the 
Government to consider plans for improving the Central 
and other government-owned railroads. The project 
for which the Bank’s loan will be used is designed to 
meet the immediate needs for increasing the Central’s 
carrying capacity. This project will take about three 
years to complete, with the exception of track rehabilita- 
tion, which will require about five years. The total cost 
will be equivalent to approximately US$76 million. Of 
this amount, the Brazilian Government will provide $64 
million in cruzeiros and the Bank will provide $12.5 mil- 
lion in foreign exchange. The Bank’s loan will pay for 
the imported equipment needed for the immediate pro- 
gram. Most of the loan will be used to buy components 
of freight cars to be assembled in Brazil; the remainder 
will be used to buy equipment for track maintenance, 
stone quarries, maintenance shops, and switches. 


A supplementary application for a further $12.5 mil- 
lion loan to the Central Railroad, for rolling stock, is 


being prepared by the Brazilian Government and will 
be considered by the Bank as soon as it is received. 
Brazil’s balance of payments difficulties, although acute, 
need not be of long duration. The present exchange 
shortage was caused in the main by heavy imports in 
1951. In August 1951, when it was realized that the 
rate of imports was exceeding that of exchange earnings, 
the authorities reimposed severe import restrictions. 
These have resulted in a reduction of actual imports 
and, together with seasonal coffee receipts which are 
customarily higher in the latter half of the year, should 
improve the exchange position toward the end of 1952. 
Brazil’s long-term prospects have not been materially 
affected by her immediate difficulties. However, the 
danger of inflation still persists and exchange difficulties 
may recur from time to time. The Government is taking 
measures to improve this situation. It is giving its 
support to legislation for the establishment of a free 
exchange market which will be open to capital transac- 
tions; and it has already put into effect a compulsory 
savings program to provide cruzeiro funds for develop- 
ment loans to be made through a newly established 
Economic Development Bank. 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
June 29, 1952. 


Europe 


EPU Operations in May 


Belgium’s surplus in EPU in May (17.5 million units) 
was at about the same relatively low level as inApril 
despite the removal of restrictions on the granting of 
export licenses. The surplus was settled entirely in gold; 
Belgium was entitled to receive 25 million units in gold 
in settlement of its May surplus. The total cumulative 
accounting surplus of Belgium reached 767.7 million 
units, of which 423.9 million has been settled by credit. 

Germany had the largest surplus in May (66.4 million 
units); fifty per cent was settled in gold and the re- 
mainder by credit. This surplus reflects the success of 
Germany’s export drive. The Netherlands’ surplus of 
11.2 million units was considerably smaller than that in 
April. Surpluses were also reported for Sweden (7.0 
million units) and Norway (2.8 million units). 

The United Kingdom had a deficit of 49.4 million 
units, compared with the April deficit of 56.5 million; 
46.8 million units had to be settled in gold. The cumula- 
tive accounting deficit of the United Kingdom has reached 
1,096.2 million units. Since this is 36.2 million units 
in excess of the quota, any future deficits have to be 
settled entirely in gold. It is believed that continuance 
of the deficit at the April level was due mainly to the 
failure of the import cuts by the rest of the sterling area 
to become effective and to a seasonal decline of exports 
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to Europe; capital movements are not considered re- 

sponsible. 

Italy and Portugal again had deficits, amounting to 
22.4 million units and 5.8 million units, respectively; 
both are “excessive” creditors in that they have exceeded 
their quota. France had a deficit of 0.5 million units, 
against a small surplus of 2.7 million units in April. 
Other countries with deficits were Turkey (15.6 million 
units, settled entirely in gold) and Denmark (5.5 million 
units, settled entirely by credit). 

Sources: The Financial Times, London, England, June 5, 
1952; Organization for European Economic 
Cooperation, Press Release, Paris, France, June 
13, 1952. 


Italy’s Industrial Census 

A comparison of Italy’s 1938 and 1951 industrial 
censuses indicates that the industrialization of Southern 
Italy has lost ground, in contrast to the North. In 1938, 
81.6 per cent of a total of 3,976,240 industrial workers 
were in the North and 18.4 per cent in the South; in 
1951, of a total of 4,053,716, 82.9 per cent were in the 
North and 17.1 per cent in the South. The increase of 
about 10 per cent in the industrial labor force was entirely 
in the North, where the number of workers rose from 
3,097,305 to 3,358,576; in the South, the number de- 
creased from 698,935 to 695,140. The problem is further 
complicated by the fact that population statistics indicate 
that growth has been greater in the South than in the 
North. However, internal migration northward tends to 
adjust this situation. In 1951, 86.9 per thousand inhabi- 
tants were working in industries in Italy, in contrast 
to 90.8 per thousand in 1938. In the South, industrial 
employment dropped from 45.7 persons per thousand in 
1938 to 39.5 per thousand in 1951, while in the North 
the decline was slight—from 116.8 to 115.5 per thousand. 
In other words, the correlation between an increase in 
population and employment in industry was about main- 
tained in the North but not in the South. Another 
factor which indicates the slow progress of industrial- 
ization in the South is the typical size of enterprise. The 
average Italian industrial enterprise employs 6 persons; 
in the North the average is 8, and in the South, 3.1. 
Source: Economic News from Italy, New York, N. Y., 

June 6, 1952. 


Liberalization of Portuguese Imports from EPU 

The complete removal of import restrictions provision- 
ally applied by Portugal in favor of OEEC countries 
until April 30, 1952 has not been maintained. Starting 
May 1, liberalization will be applied to all imports from 
OEEC countries, in conformity with OEEC regulations, 
on the basis of 75 per cent of 1948 import values. 
Source: National Institute for Foreign Trade, Informa- 
zioni per il Commercio Estero, Rome, Italy, 
May 22, 1952. 








“Import Rights” in Germany 

In order to permit a better utilization of “import 
rights” (see this News Survey, Vol. IV, p. 327) and to 
give exporters a basis of calculation for a longer time 
period, the German Federal Ministry of Economic Affairs, 
in consultation with the Bank Deutscher Lander, has 
permitted forward transactions in import rights. The 
business community and the Scientific Advisory Council 
of the Ministry of Economic Affairs are reported to be 
urging an expansion of the list of items which may be 
imported under the import rights system (see this News 
Survey, Vol. IV, p. 368), in order to achieve a higher 
premium for the transfer of import rights. While the 
premium was initially said to be about 20 per cent after 
the introduction of the import rights system on April 1, 
it had reportedly dropped to 13-14 per cent by early 
June. A further drop, it is feared, would probably result 
in a renewed expansion of “switch” transactions con- 
cluded by other countries at the expense of West German 
dollar earnings (see this News Survey, Vol. IV, p. 317), 
which had decreased since the introduction of import 
rights. Negotiations for an expansion of the list of items 
which may be imported with import rights are expected 
to be concluded shortly. 

According to a notice of the Land Central Bank of 
Hamburg, the Bank Deutscher Lander has announced 
that import rights may now be granted for export 
proceeds in freely convertible currencies originating from 
Mexico, provided the exporter submits a written state- 
ment from the Banco de Mexico S.A. to the effect that 
the latter will forego repayment for its exports in free 
dollars. 

Source: Aussenhandelsdienst, Cologne, Germany, June 
5, 1952. 


Middle East 


Cotton Loans in Egypt 

In order to obtain the funds needed to buy end-of- 
season July and August cotton contracts (see this News 
Survey, Vol. IV, p. 304), the Egyptian Government has 
issued a decree authorizing the Minister of Finance and 
Economy to float two internal loans. One is for LE 15 
million, redeemable after three years and with interest at 
3.5 per cent; the other is for LE 10 million with a 
maturity period of 5 years and interest at 3.75 per cent. 
The interest is payable every six months. The Govern- 
ment reserves the right to redeem the LE 15 million loan 
two years after the date of issue, and the LE 10 million 
loan three years after the issue date, either totally or 
piecemeal by lottery, at face value. The bonds and 
interest thereon are exempt from all taxes, direct and 
indirect, present and future, with the exception of the 
inheritance tax. The new bonds will be in four denomina- 
tions: LE 20, LE 100, LE 500, and LE 1,000. Arrange- 
ments have been made with the National Bank of Egypt 


4 


INTERNATIONAL FinancraL News Survey, July 4, 1952 





to ensure that the total amount of the two loans will be 
fully subscribed to by banks. 

Last year, to finance its purchases of cotton from the 
market, which amounted to about LE 35 million, the 
Government issued Treasury bills. The Government’s 
preference for floating loans this year was explained by 
the fact that it does not want to add to its liquid debt 
and by the belief that excessive use of Treasury bills in 
a relatively underdeveloped economy, such as that of 
Egypt, might be interpreted as a sign of weakness in 
public finances. 

The interest rates on the new loans, which are higher 
than those on previous government loans, were fixed 
after consideration was given to the fact that govern- 
ment bonds are quoted nowadays on the stock exchange 
at about 12 per cent below par. The yield to maturity 
of 3.25 per cent national bonds maturing in 1973 was 
4.12 per cent last April. 

Source: Al Ahram, Cairo, Egypt, June 19, 1952. 


Egyptian Trade and Payments Agreements 


A protocol signed on May 28 extended for another 
year the trade and payments agreement between Egypt 
and West Germany which was originally signed on April 
21, 1951 (see this News Survey, Vol. III, p. 344) and 
was due to expire on May 31, 1952. The value of exports 
and imports for each country has been increased from 
LE 19 million to LE 28.2 million, and may be increased 
further by agreement. Egypt will export to Germany raw 
cotton, to a value of LE 25 million, onions, garlic, cotton 
yarn, manganese, phosphate, leather products, and other 
products. Germany will export to Egypt steel, iron, 
machinery, electric machines, chemicals, fertilizers, 
pharmaceuticals, lenses, and other precision products. 

Both countries agreed to facilitate transit trade and to 
issue permits practically automatically to importers. 
Methods of payment will remain the same as in the 
previous agreement. The debit balance for either party 
has been increased to US$15 million; debts in excess of 
that amount will be settled on the basis of the par value of 
the Egyptian pound agreed with the International Mone- 
tary Fund. 

Egypt’s exports to Germany in 1951 amounted to 
LE 8.6 million, or 4.2 per cent of total exports of LE 203.5 
million, compared with 3.1 per cent in 1950 and 3.9 per 
cent in 1949. Egypt’s imports from Germany in 1951 
amounted to LE 9.8 million, or 4 per cent of total 
imports of LE 242.0 million, against 3.1 per cent in 
1950 and 0.4 per cent in 1949. 

The Egyptian-Indian trade agreement has been renewed 
for one year, beginning March 1, 1952. This agree- 
ment, which was first signed in July 1949, has been re- 
newed annually since then; the last extension was to 
February 29, 1952. 

In the original agreement, the two countries agreed to 


extend most-favored-nation treatment to each other. List 
A (Egyptian exports) and list B (Indian exports) were 
attached to the agreement, with a statement of the value 
or the quantity of each item to be exchanged; in the 
renewal, only a few items have been added to or elimin- 
ated from these lists. 
The Egyptian-Indian trade agreement has not been 
supplemented by a payments agreement. As India is a 
member of the Sterling Area and Egypt is in the Transfer- 
able Sterling Area, all payments between the two coun- 
tries are effected in sterling. 
During the year ended February 29, 1952, Egypt’s 
imports from India amounted to LE 5.4 million and ex- 
ports to India reached LE 29.9 million, leaving a favor- 
able balance of trade for Egypt of LE 24.5 million. 
Sources: The Financial Times, London, England, May 
30, 1952; Al Ahram, May 28, 29, and June 8, 
1952, and L’Observateur, June 10, 1952, Cairo, 
Egypt. 

Israel’s Trade Policy 

The Government of Israel, in order to encourage the 
import of raw materials and the export of finished prod- 
ucts, has announced that, in future, import licenses will 
be granted for raw materials to all manufacturers of 
export commodities, provided the necessary foreign ex- 
change does not have to be supplied by the Israel author- 
ities. The foreign exchange proceeds of the exports are 
to be turned over to the Israel Ministry of Commerce 
and Industry. The manufacturer of the exported products 
will be paid for the cost of the raw materials, plus a 
certain proportion of the added value, usually not more 
than 33 per cent, which he will be permitted to use to 
increase his revolving capital for export, to import equip- 
ment and raw materials, and for payment of profits to 
approved foreign investors. 

Source: The Financial Times, London, England, June 23, 
1952. 
Syria’s Foreign Trade 

Syria’s foreign trade in 1951 resulted in an adverse 
balance of LS 27.9 million; in the last three quarters 
of 1950, after the termination of the Customs Union with 
Lebanon, Syria had a trade surplus of LS 10.3 million. 
The deterioration in 1951 is attributed mainly to bad 
cereal crops. 

The United States supplied about 18 per cent of total 
imports (LS 55.5 million out of LS 305 million), the 
United Kingdom 13 per cent, and Lebanon 11 per cent. 
Other important suppliers were France, Italy, West Ger- 
many, and Turkey. Syria’s main markets were Lebanon, 
which took about 32 per cent of total exports, France 
(21 per cent), the United States (about 13 per cent), 
Iraq, Lebanese Free Zone, and the United Kingdom. 

Syrian exports were mainly raw cotton and textiles 
(LS 190 million out of LS 277 million), livestock 
(LS 29.9 million), grains (LS 28.7 million), and food- 
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stuffs. Its imports were textiles (LS 64.4 million), 
machinery (LS 52.5 million), minerals, grains, and 
metals. 


Source: Le Commerce du Levant, Beirut, Lebanon, June 
14, 1952. 


Exchange Control in Pakistan 

The Government of Pakistan has ordered all citizens 
of Pakistan who possess any foreign exchange in Pakistan 
or abroad to offer it for sale in Pakistan currency to 
the State Bank or to an authorized dealer within one 
month. The order is also applicable to foreigners resid- 
ing in Pakistan continuously for six months or more. 
Persons who hereafter become owners of foreign ex- 
change will also have to surrender it within one month 
of receiving it. The order will not apply to foreign 
exchange held by an authorized dealer within the limits 
of his authorization or to persons authorized by the 
State Bank to hold foreign exchange for business or other 
purposes. It also will not apply to (1) foreign exchange 
held abroad by foreign diplomats, (2) foreign exchange 
held abroad by foreign nationals or business houses ex- 
cept to the extent that it represents their earnings abroad 
in respect of business conducted in Pakistan or services 
rendered while in Pakistan, (3) foreign exchange held 
abroad by residents in Pakistan provided that the amount 
does not exceed £100 in all and is not held in the cur- 
rencies of Belgium, Switzerland, Hong Kong, Thailand, 
Tangier, Lebanon, Syria, Saudi Arabia, and countries on 
the American continent. The order will also not apply 
to the currencies of India, Nepal, Tibet, Afghanistan, 
Burma, Ceylon, Malaya, Aden, Congo, Madagascar, 
Mauritius, the Persian Gulf Sheikhdoms, and French 
Africa. 


Source: Dawn, Karachi, Pakistan, June 19, 1952. 


Gold Movements in Pakistan 

The Government of Pakistan has amended its earlier 
notification prohibiting the export or import by sea or 
air across any customs frontier of gold in any form 
unless a special permit is issued by the State Bank (see 
this News Survey, Vol. IV, p. 250). Hereafter, the 
notification will not apply to gold in any form exported 
from one place to another in Pakistan or to a passenger’s 
personal jewelry exported or imported by him in good 
faith for his own use and forming part of his baggage. 
Source: Dawn, Karachi, Pakistan, June 20, 1952. 


Jute Price Policy in Pakistan 

Jute dealers in Pakistan are attempting to get rid of 
their stocks before June 30 when this year’s licenses will 
expire and the Jute Board will cease to be obligated to 
accept tenders. The new government policy subsequent 
to June 30 has not yet been announced. With the present 
large carry-over and the lack of adequate storage facil- 
ities, experts doubt that the Government will be able 


to maintain present floor prices with guarantee to buy 
at those rates. The same experts advocate that efforts 
should be made to create greater attraction for Pakistan 
jute abroad, that jute should be collected as soon as 
possible from the bordering areas to check smuggling, 
and that the export duty should be reduced substantially. 


Source: Dawn, Karachi, Pakistan, June 11, 1952. 


Far East 
Cost of Living in Ceylon 


Ceylon’s cost of living index declined from a record 
high figure of 290 in January to 286 in February and 
280 in March 1952 (November 1938-April 1939 — 100). 
The drop was attributed to the decline in prices of 
textiles, coconut oil, coconuts, and a seasonal decline in 
fish prices. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., June 16, 1952. 
Thailand’s Rice Exports 


Thailand’s rice exports during the first quarter of 
1952 amounted to 402,106 metric tons, which was 77,444 
tons less than exports during the corresponding period of 
1951. Exports this year were primarily to the following 
countries: Japan (110,143 metric tons), Indonesia 
(94,431), Malaya (67,657), Hong Kong (46,841), India 
(29,148), Singapore (18,099), Korea (15,000), Ceylon 
(11,487), Sarawak (4,875), and the Netherlands 
(1,850). The Ministry of Economic Affairs estimates 
that another 400,000 tons will be available for export 
in August if domestic conditions continue favorable dur- 
ing the next two months. Meanwhile, the Ministry stated 
that private export permits will not be issued for white 
rice grades from 5 to 45 per cent broken or Grade A 
broken rice. Thailand’s total rice yield last year was 
4.3 million tons, of which 3.0 million tons were consumed 
locally. 


Sources: The Journal of Commerce, May 27, 1952, and 
Far East Trader, June 25, 1952, New York, N.Y. 


Macao Gold Trade 

According to private traders’ compilations, total im- 
ports of gold into Macao in 1951 were 3.1 million fine 
ounces, while Treasury records indicate imports of 1.6 
million ounces. With 1951 imports estimated at 3.1 mil- 
lion ounces, total imports for the four years 1948-51 
amounted to 9.4 million ounces. Macao has served as a 
transit port, and much of the gold imported has been 
shipped out, principally to Hong Kong. 
Source: Far Eastern Economic Review, Hong Kong, 

April 3, 1952. 


Soybean Exports from China 
A sharp rise of soybean imports into Western Europe 


in 1951 was due mainly to greatly expanded shipments 
from China, according to the U.S. Department of Agricul- 





ture. Although Europe’s imports from the United States 
also increased in 1951 (from 148,186 tons to 237,786), 
the share supplied by the United States dropped from 
55 per cent in 1950 to 30 per cent in 1951, while China’s 
share rose from 35 to 65 per cent. Thus China replaced 
the United States as the principal European supplier. 
Total imports of soybeans by Western Europe amounted 
to 778,604 metric tons in 1951 compared with 271,248 
tons in 1950. The first postwar imports of any con- 
sequence from China by Europe began in 1950 when a 
total of 97,000 tons of soybeans were received. By 1951, 
the figure had risen to 503,400 tons. : 
Source: The Journal of Commerce, New York, N. Y., 
June 20, 1952. 


South Korea-U.S. Economic Coordination Agreement 

An agreement on economic coordination between the 
Republic of Korea and the United States, acting as the 
Unified Command under resolutions of the United 
Nations, was signed on May 24. The purpose of the 
agreement is to provide a framework for an effective 
joint effort to create economic conditions that will reduce 
the menace of current inflation. A combined Economic 
Board will be established as the main instrument for 
developing joint measures. The United States will con- 
tinue to provide basic relief supplies to the extent avail- 
able, while the Republic of Korea will take the internal 
measures necessary to stabilization. The agreement pro- 
vides for the effective use of foreign exchange resulting 
from the reimbursement for the local currency used in 
connection with military activities or resulting from ex- 
ports from Korea. 

According to a note accompanying the agreement, the 
United States will pay to the Republic of Korea in the 
near future approximately US$35 million, as payment for 
local currency used by U.S. forces in Korea since the 
beginning of 1952. The Korean Government has agreed 
that the money will be used to import essential com- 
modities which will have a counter-inflationary effect. In 
addition, the United States will make monthly payments 
to the Republic of Korea for local currency sold to troops 
and, as long as the present situation prevails, will pay 
US$4 million per month on account for local currency 
used for bona fide military requirements. Final pay- 
ments will be subject to negotiation, and payments on 
account will be contingent upon reasonable efforts by the 
Republic of Korea to achieve economic and financial 
stability. Settlement for local currency used by U.S. 
forces for military requirements prior to the beginning 
of 1952 is indefinitely postponed. 


Source: Department of State, Press Release, Washington, 
D. C., May 24, 1952. 


Japan’s Rice Demand and Supply 
Since Japan’s population has now increased to 85 
million and controls on wheat have been lifted as of 
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June this year, Japan is in need of a larger volume of 
rice imports. For the 1952 rice year (November 1951 
to October 1952), the demand for rice (including staple 
food, industrial use, natural loss, and year-end stockpile) 
amounts to 6.6 million tons. On the supply side, the 
quota deliveries of domestic rice are estimated at 4.3 
million tons and the carry-over from the previous year 
is 1.2 million tons. There is thus an import need of 1.1 
million tons. 

Scheduled imports of 786,000 tons are to be supplied 
this year by 11 countries: Thailand, Burma, Italy, the 
United States, Taiwan, Egypt, Brazil, Mexico, Spain, 
Ecuador, and Uruguay. This is the first time in Japan’s 
history that rice is to be imported from Spain, Ecuador, 
and Uruguay; contracts had been concluded for imports 
of 26,000 tons from Spain, 25,000 tons from Ecuador, 
and 20,000 tons from Uruguay. Of the imports to be 
received from the 11 countries, 387,000 tons have al- 
ready reached Japanese ports. 


Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, May 17, 1952; 
The Financial Times, London, England, May 17, 
1952. 


Philippine Abaca Situation 

Philippine abaca production during the first three 
months of 1952 totaled 261,462 bales (of 278.3 pounds 
each), compared with 291,043 bales for the correspond- 
ing period in 1951. The decline in production is attri- 
buted to the drop in export prices, to overstripping 
during 1951, and to unfavorable weather conditions. 
Abaca exports for the first quarter of 1952 totaled 
220,189 bales. 


Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., June 27, 
1952. 


United States and Canada 


U.S. Defense Production Act Extension 

Price and wage controls in the United States have been 
extended to April 30, 1953, under the Defense Produc- 
tion Act Extension bill passed by Congress and sent to 
the President on June 28. Government authority to al- 
locate scarce materials and to grant loans for defense 
production is extended until June 30, 1953. Federal 
Reserve Board authority to reimpose control over con- 
sumer credit, which expired June 30, was not renewed. 
The bill provides for a modified control over credit on 
new housing until mid-1953. Present down-payment re- 
quirements, which range from 5 to 40 per cent of the 
purchase price of houses, will be continued. However, 
if the annual rate of housing starts should fall below 
1.2 million, down-payment requirements will be reduced 
to 5 per cent on all houses. Rent control is extended 
until September 30, 1952, except in critical defense 
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housing areas, where it is extended through April 1953. 
Proposed amendments which would have limited U.S. 
imports were not included in the final version of the bill. 
Although the provision to limit imports of fats and oils, 
butter, cheese, and other dairy products is continued for 
another year, it has been relaxed in two important 
respects. Upon determination by the Department of 
Agriculture that larger imports would assist interna- 
tional relationships and trade, import limits on these 
commodities can be increased by 15 per cent. In addi- 
tion, import limits may now be determined separately 
for each type of commodity. For example, the Depart- 
ment could permit larger imports of a particular variety 
of cheese which, in its opinion, did not compete with 
domestic production. 
Source: The Wall Street Journal, New York, N. Y., June 
30, 1952. 


U.S. Balance of Payments 

Countries abroad reduced their deficits with the 
United States on goods and services from $1.9 billion in 
the fourth quarter of 1951 to $1.4 billion in the first 
quarter of 1952. The decline was due to a $300 million 
increase in U.S. imports combined with a decrease in 
exports of about $200 million. U.S. exports in the first 
quarter had not yet been affected by the new restrictions 
imposed by the sterling area and other countries upon 
purchases from the United States. Part of the deficit 
was financed by the drawing down of gold and U.S 
dollar assets abroad by $370 million; the remainder was 
provided by U.S. Government grants and loans and by 
private investment. 


Source: Department of Commerce, Press Release, Wash- 


ington, D. C., June 25, 1952. 


Employment in the United States 

Nonfarm employment in the United States was un- 
changed in the month ended May 15, in contrast to an 
increase of over 200,000 in the comparable period, of 
1951. Strikes in construction and lumbering limited the 
usual seasonal upturns in these industries. Moreover, 
according to the U.S. Department of Labor, the rise in 
employment in defense-related industries was virtually 
halted in the month ended May 15, whereas during the 
same period in 1951 there was a rapid increase. 

At the middle of May, nonfarm employment amounted 
to 46.2 million persons, the same as in May 1951. In 
other years of the postwar period, however, there 
was an annual increase averaging nearly one million 
persons. In 1951-52, growth in defense-related employ- 
ment was offset by reductions in the consumer goods in- 
dustries and am increase in the number of workers in- 
volved in industrial disputes. 

Source: The Journal of Commerce, New York, N. Y., 
June 20, 1952. 


Further Rise in Canadian Dollar 


The Canadian dollar rose to US$1.03%% in New York 
on Tuesday, July 1, the highest point that the Canadian 
dollar has touched since 1933. Foreign exchange dealers 
said that the beginning of the tourist season might have 
been a cause of this latest movement. However, much 
of the increased demand for the Canadian dollar came 
from British sources. Dealings on July 1 were compli- 
cated by the fact that the day was a public holiday in 
Canada and the Canadian banks were closed. Thus New 
York banks had no reliable way of replenishing their 
supplies of Canadian dollars. 

Sources: The Wall Street Journal, July 2, 1952, and 


The Journal of Commerce, July 2, 1952, New 
York, N. Y. 


Latin America 
Cuba’s Sugar Policy 


In accordance with the recently announced Cuban 
Government policy of keeping more than 20 per cent 
of this year’s sugar crop off the market, and cutting 
1953 production by almost a third, the Government will 
take over about 1,750,000 Spanish long tons of this 
year’s record-breaking crop, which is estimated at about 
7,500,000 tons, and will sell it over a four-year period 
at the rate of 400,000 tons a year (1 Spanish long ton = 
2,271 pounds). Next year’s production, estimated at 
7,000,000 tons, is expected to be cut to approximately 
5,000,000. The Central Bank of Cuba is studying 
methods for financing the retention of this year’s crop. 

Following the announcement by the Cuban authori- 
ties, sugar futures became more firm. Recently Cuba has 
been able to sell 55,000 tons at a price of 4.25 cents per 
pound, in comparison with a previous market price of 
4.15 cents per pound. 

Sources: Diario de la Marina, Havana, Cuba, June 13, 
14, 17, and 20, 1952. 


Guatemala’s New Bond Issue 

The Monetary Board of the Central Bank of Guate- 
mala has approved a four million quetzales bond issue 
of two state banks carrying 4 per cent interest and ma- 
turing in ten years. The bonds will be payable in U.S. 
dollars on demand. The bond issue was authorized 
specifically for investment purposes of foreign insurance 
companies doing business in Guatemala. The principal 
and interest of these bonds will be guaranteed by the 
Bank of Guatemala. 
Source: The Journal of Commerce, New York, N. Y., 

July 1, 1952. 


Restrictions on Coffee Loans in Guatemala 
U.S. and other foreign coffee buyers and exporters 
in Guatemala City stated recently that they will not 
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grant coffee crop loans to Guatemalan coffee growers this 

year “until the labor situation is clarified.” Local banks 

have also restricted such loans. 

Source: The Journal of Commerce, New York, N. Y., 
June 19, 1952. 


Colombian Imports of Wheat 

According to an Executive Decree of June 26, Colom- 
bian importers of wheat are no longer bound by quotas. 
Imports are permitted irrespective of quantities, but a 
special wheat defense fund tax is established ($0.064 per 
kilogram) in addition to the regular import duty of 
$0.048 per kilogram plus 10 per cent ad valorem. 

Seventy-five per cent of the proceeds of this special 
tax will be turned over to the Corporation of Farm 
Products for the construction of silos, and 25 per cent 
goes to the Farm Bank for use in production of new 
wheat strains and agriculture lime. 


Source: The Journal of Commerce, New York, N. Y.. 
June 30, 1952. 


Uruguayan Public Debt Bonds 


On May 5, the Uruguayan Government enacted a law 
authorizing the issue of internal bonds, denominated 
“Internal Consolidated Debt 5%, 1950,” up to the amount 
of 80 million pesos. The proceeds from the sale of these 
bonds will be applied to the consolidation of deficits of 
(a) the ordinary budget, from 1949 to 1950, of 35 mil- 
lion pesos, (b) the State Railroads from 1942 to 1950, 
of 17 million pesos, (c) the Old Age Pension Fund, from 
1947 to 1950, of 17 million pesos, and (d) the Highway 
Fund, from 1950, of 4.5 million pesos. 

The interest rate for the loan is 5 per cent per annum, 
payable quarterly, and amortization is to be at the rate 
of 1 per cent per annum. Article 4 of the law authorizes 
the Executive Power to issue Treasury bonds and notes, 
redeemable in not less than 2 months or more than 5 
years, equal in amount to the unissued part of the con- 
solidation bonds. 

Source: Bank of London and South America, Fortnightly 
Review, London, England, May 31, 1952. 


Other Countries 


Trade Controls in Cyprus 

The Cyprus Government has introduced special meas- 
ures to reduce expenditures of foreign currency, with a 
view to relieving the adverse balance of payments situ- 
ation in the sterling area. Most of the trade between 
Cyprus and the OEEC countries has so far been carried 
out under a general open license and with the quanti- 
ties of goods imported not controlled. Under the new 
measures, the open license will be restricted to certain 
goods. Commodities not listed will be subject to control, 
and will be imported only under special license. The first 
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reaction of the local mercantile community to the new 
measures has been one of relief, as price cutting by a 
number of European firms had led to serious over- 
stocking in the local market. 


Source: The New Commonwealth, London, England, 
April 14, 1952. 


iron Ore Exports from Liberia 

According to the President of the Liberia Mining Com- 
pany Ltd., Liberian exports of iron ore in 1952 are 
expected to be about ten times those in 1951, and they 
may double again in 1953. Total exports of iron ore in 
1951 were between 70,000 and 80,000 tons. In 1952, 
exports of around 750,000 tons through the Port of 
Monrovia are expected. The United States will receive 
most of this ore (550,000 tons) , followed by Great Britain 
(100,000 tons), Canada (40,000 tons), the Netherlands 
and Germany (3,000 tons each). Currently some 5 mil- 
lion tons of ore, with an estimated iron content of from 
57-584 per cent, are available for shipment, while proven 
reserves amount to about 40 million tons. 
Source: The Journal of Commerce, New York, N. Y., 

June 4, 1952. 


South African Gold Sales 

South African additional revenue from premium gold 
sales totaled £1,216,334 in the first quarter of 1952, 
£721,643 less than in the first quarter of 1951, but 
slightly more than in the fourth quarter of 1951. The 
output of gold, which had been 981,561 ounces 
(£12,183,626) in March, fell to 963,436 ounces 
(£11,958,649) in April. 

The South African Exporter states that tea services, 
cigarette boxes, ash trays, and other articles made from 
South African gold by three factories in the Transvaal 
have been selling in the opening months of 1952 at the 
rate of more than £6 million a month. This goldware 
goes to nearly every country in the world, but accounts 
are generally settled in dollars. 


Sources: Cape Times, Cape Town, Union of South 
Africa, April 23 and May 13, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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